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ENERGY CONSERVATION:

CONSTRUCTIVE BUT NO CURE

N. V. Poer

General Motors Corporation
Detroit, Michigan

Let me share with you a quotation from a report
issued bv the Chase Manhattan Bank while the Arab oil
embargo was still in effect.
"Reportedly, the annual
cost of a gasoline rationing program would amount to
$1.4 billion.
Based upon past results, if that much
money was devoted to an exploratory effort, it would
be potentially capable of discovering more than 2 bil
lion barrels of petroleum. That amount of petroleum
would be equal to 19 percent more than all the gaso
line consumed in privately owned automobiles in 1973."

The various approaches to conservation that are
being described at this conference are all commendable
and worthy of our support, I'm sure. No doubt that
all of us — individual and corporation alike — can
do a more efficient job of managing the energy resour
ces that we must use.

While the threat of rationing has disappeared
with an end to the oil boycott, that quote is still
valuable in assessing America's changing energy sup
ply picture.
It is valuable because it points out
very vividly the two fundamentally different ways in
which we can respond to that change.

At General Motors, we're very proud of what we
have already accomplished with our Corporation-wide
conservation efforts. Our program builds upon the
historic concern over holding down fuel and utility
costs which has made industry one of the most effici
ent users of energy. Now, however, we are finding
that we can do far more than we have ever done before,
and to reflect the changing times and changing priori
ties at GM, we now measure savings in Btus as well as
dollars.

One way of responding is simply to spread the
scarcity around. Before the embargo was lifted, many
people were demanding that this be done with formal
rationing programs— even though experience has shown
time and again that such efforts are neither success
ful nor equitable despite their heavy cost.

But, as important and laudable as conservation
is, it cannot provide the energy that our nation needs
for the future. Trying to save our way into adequate
future energy is comparable to trying to ensure all of
the food our families will need next year solely by
dieting that much harder now.

A much more logical response — and the only one
that makes any sense for this nation and its people
— is to set out immediately to increase the available
supply of all kinds of energy, and manage its use more
effectively.

It won't work. And any nation or family that
tries it will wind up in a seriously weakened position.
Yet, we frequently hear that this is what we must do
— retrench and retreat, give up some of the good
things in life that we've worked so hard to attain,
for ourselves and our children. Those who see conser
vation as the only answer to our dilemma say that we
must now begin to change the way that we live — and
change it drastically.

At the outset, then, let me define the way I'm
going to use a key term. Conservation is the effi
cient and effective use of energy — the elimination
of waste and the best end-use in terms of resource
availability.
But this concept should not be confused
with reductions in living standards or changed life
styles. For example, reduced highway speed limits,
filling stations that are closed at night and on week
ends, 68 degree thermostats, winter Daylight Savings
Time, and no use of air conditioning in summertime
are really energy austerity, and should not be con
fused with legitimate conservation.

I say we don't. We won't have to sacrifice our
way of life and our high standard of living — and
deny it forever to those among us who have yet to
achieve it — if we adopt as national policy the idea
that we should expand all available energy sources —
conventional and exotic, those that are familiar to us
and those that are still to be discovered.
If we decide on a course other than this, our
social and economic progress and individual freedom of
choice will be endangered. Our children and our grand
children will face lives that are not as good as ours
have been. They won't have as much mobility, comfort,
convenience or individual freedom as we have had; they
won't have as much opportunity either.

Don't get me wrong:
conservation is very impor
tant.
It is a way we can help overcome the shortages
that are still with us, and for the future, the more
prudent use of energy must remain a priority for as
far ahead as we can see.
Indeed, it seems to me that
one beneficial aspect of what has been called "the
winter of our discontent" is that it brought home
forcefully to us the need to use all our finite nat
ural resources more wisely, including energy. We need
a continuing plan for energy conservation to help us
put an end to energy austerity.

Those who say that America must reduce its energy
use point an accusing finger at the fact that with
just six percent of the world's population, America
uses almost one-third of the energy that is consumed.
They cite this as proof that we are indeed a nation of
wastrels.
But they overlook one important point: by
using that much energy, one-sixteenth of the world's
people is able to produce one-third of the world's
goods .
U . S. productivity is based on the use of energydriven machines, and it is the foundation which sup
ports a standard of living that is the highest in the
world. This productivity is what enables an American
to purchase a car with less than half the work of a
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British laborer; a TV set with two-thirds less work
than a Frenchman; or a dozen oranges for just oneseventh the time that it takes a Japanese to earn
them.
To conserve energy
thing. To hold it dear
protected and preserved
mankind's benefit — is

the federal mandatory fuel allocation program is now
doing the same thing.
As a result of the allocation program, limits are
still being placed on the quantities of all products
that can be sold, although there is now no real reason
for them.

— use it wisely — is one
— as something to be hoarded,
rather than put to work for
quite another.

The Federal Energy Office, no matter how wellintentioned or hard working, already has proven that
it cannot distribute the available supplies of fuel as
effectively as private enterprise, responding to a
free market.

If this nation runs seriously short of fuel in
the years ahead — whether from a purposeful course
of reducing demand or by default through failure to
increase the supply — our productivity and the bene
fits that it bestows on us will be lost.
Then we will
have neither the abundance of goods that we now enjoy
nor the affluence that enables most of us to afford
them, and a plaintive cry will go up, "why is this
happening to us?"
What is happening to us now is that we have just
begun to feel the initial cumulative effects of an
assortment of short-sighted or wrong-minded energy
policies in the past — or the lack of any policies
at all.
If we do not replace those policies and non
policies with a comprehensive, cohesive national goal
of increasing the supplies of energy, the shortages
inevitably will get worse, no matter how efficiently
w e practice legitimate conservation. We should begin
by the deregulation of natural gas prices in inter
state markets. As long as a single energy form is
regulated, other forms will also be affected. We have
seen that in the past. The imposition of unrealis
tically low natural gas prices has tended to keep down
the price — and the supply — of not only natural
gas, but domestic petroleum and coal as well.
Lower prices meant more energy was used.
The
economic incentive to use it efficiently and effec
tively was missing.
Natural gas, for example, was
often used for inferior purposes, such as for boiler
fuel in raising steam or in generating electricity.
Low prices also dampened incentives to find new
supplies —
not only of natural gas, but of other
forms of energy, because they have to compete with low
gas prices in the marketplace.
Deregulation would undoubtedly mean higher gas
prices for many people. And none of us want to pay
higher prices — if that is all there is to it. But
it is rarely that simple.
In the case of natural gas,
arbitrarily imposed low prices have caused the current
shortage of this clean, premium fuel, and also contri
buted to scarcity of other domestic fossil fuels.
Higher prices will discourage the wasteful or
inefficient use of fuel, but just as importantly —
maybe more so — they will provide the incentives that
are necessary to finding and developing new and addi
tional reserves.
General Motors strongly supports the deregula
tion of natural gas, especially new gas. We believe
substantial new quantities will become available if
the current average controlled price of 24 1/2 cents
per 1000 cubic feet in interstate markets is allowed
to rise in response to market demands.
To put that
24 1/2 cents in perspective, I should note that some
gas has been sold in intra-state markets lately —
markets that are not controlled — for as much as
$1.25/Mcf.
Just as natural gas regulation has disrupted and
distorted the workings of the marketplace in the past,
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For example, heating oil is now in oversupply,
even to the point of taking up storage space that is
needed for gasoline. During this winter, distillate
inventories were allowed to build up to 50 million
barrels above last year's level, although demand was
down substantially because of warmer weather and con
servation efforts.
This created unnecessarily severe
shortages of gasoline, with serious results that
spread throughout our economy.
In line with our belief that we should permit
the market to work freely, the FEO should now turn the
distribution of fuel supplies back to those who know
the task best. The FEO could then devote its efforts
to coordinating the proper government role — encour
aging and supporting efforts to increase our energy
supply.
In addition to the decontrol of all energy and
its prices, Congress should approve a strong energy
facility siting bill so that refineries, power plants,
deep water ports and the like will no longer be delay
ed by endless litigation.
Priority items should also
include a major expansion in the leasing of mineral
rights on the Outer Continental Shelf and in the pub
lic domain; a relaxation and delay in sulfur emissions
standards that are applicable to stationary sources —
until necessary equipment for its removal is commer
cially available; a continuing shift of electrical
utilities and power plants from oil and gas to coal as
fuel; approval of a workable strip mining law to in
crease coal production; and stepped up research into
potentially promising new energy sources, including
shale oil, nuclear fusion, solar energy and hydrogen
fuels.
Stepped up efforts and research into the re
covery of energy from waste are also needed.
New sources of energy — of almost any kind —
will be expensive to bring to the market; I've no
doubts about that. A return to freely operating m ar
kets will provide adequate incentives for those who
must undertake the necessary exploration, research and
development.
But in addition to adequate incentives
to act, we must assure more freedom to act.
To provide this freedom, we — as a nation —
must reassess the controls and limitations that have
been imposed in recent years in the name of protecting
the environment.
Protecting the environment is a legitimate con
cern, and I'm not suggesting that we give up the gains
that we have made in controlling pollution of all
kinds.
But we must strike a better balance between
our need to protect the environment and our need for
adequate energy. Many environmental regulations are
arbitrary and overly stringent. They were adopted at
a time when energy supplies were of little or no con
cern and the fervor for ecological improvements was
at its peak.

Now, we must enter energy into the equation,
recognizing that it, too, is a legitimate need and
that more rational trade-offs can be made — trade
offs to provide access to more energy but still to
protect the nation's water and land and air from unne
cessary despoilment.
As I indicated, we especially need to reassess the
restrictions that have been placed on the production
and use of coal. America's coal reserves are among
the most abundant on earth. They could meet all our
energy needs for several hundred years — if we just
put them to work.
First of all, we need to re-examine the scien
tific data on which ambient air standards have been
based. A thorough investigation is needed to deter
mine if sulfur dioxide is the potential health prob
lem it generally was thought to be. An increasing
number of experts believe that it is not. They b e 
lieve those standards are more strict than necessary
to protect the health and well-being of most of our
citizens — just as most people, I think, now agree
that the auto emission requirements are more strict
than they need be for most parts of the country.
If we return to the greater use of coal, particu
larly to generate steam and turn electrical generators,
scarce petroleum would be freed for higher value uses.
Transportation should have first call on petroleum
because there is no alternative fuel available at this
time, and natural gas should get priority for use in
heating homes for use as petrochemical feedstocks and
in specialized process use in industry.
Industry, traditionally, has had lower per-unit
utility rates than homeowners or smaller users. This
is the way it should be, because it obviously costs
less to serve one large user than it does many smaller
customers spread over a wide area.
But now this traditional and soundly based util
ity rate structure is being challenged, and the chal
lenges include both state and federal government agen
cies — agencies that seek to reduce legitimate demand
growth, although they frequently call it waste.

This nation still has abundant energy resources
— the greatest total resources of any single nation
on the globe. Some authorities state that we have
enough coal — proven and potential — to last 5,300
years at the rate that we used in 1972. America is
also blessed with a potential 485-year supply of
petroleum —
plus an additional 4,300 years if you
consider the total possibilities of oil shale. Des
pite our mismanagement in the past, we still have
enough potential natural gas reserves to last us 290
years at present rates. We must recognize, though,
that while our remaining resource base is still large,
a good portion of it will remain unrecoverable — even
with improving technology and economic incentives.
Still, the question we face is not prospective
energy sources, neither conventional nor new and
exotic for that day in the future — and you can see
that it can be a long way off — when U. S. fossil
fuels are finally depleted. The question is not
whether this nation is capable of achieving selfsufficiency. Nor is it whether we can use energy more
efficiently.
The central question is whether this nation —
our people — can make the right political and econo
mic decisions that will permit technology and free
enterprise to do the job that must be done.
Just as expedient politics and faulty economics
are the root of our present troubles, rational politi
cal decisions and sound economic policies show us the
way out.
I urge all of you — when you return to your
respective homes — to take a more positive and active
role in seeing that the proper decisions and far
sighted policies are adopted — that America does not
give up its leadership in the world and prosperity for
its people by default. Increasing our energy supply
is the only way to ensure that leadership and that
prosperity — for now and in the future.
Thank you very much for the opporturtity to share
with you General Motors view on a fundamental issue
facing this nation.

Because of increasing energy costs and shortages,
new schemes have emerged which would force industry to
pay a major portion of rate increase to provide the
higher revenues required by the utilities.
Higher energy costs for industry are not the bone
of contention.
Industry recognizes that higher util
ity rates are necessary. What we oppose are proposed
flattened, inverted or peak-load pricing rates which
would force industry to subsidize other utility cus
tomers and in effect pay more than a fair share for
utility services.
We are participating with other industrial firms
in opposition to such proposals — including two here
in Missouri. The adoption of such proposals would make
industry in the affected area more non-competitive
with localities that retained traditional pricing
policies. The ramifications of such decisions are
broader and more wide-spread than you might imagine.
States that penalize industry like that will likely
drive it elsewhere.
This is just one of many problem areas facing the
nation in what is admittedly a difficult time. But it
points up the fact that the fundamental question that
we face may not be so obvious to all our citizens.
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